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ENVIRONMENT 


by Allen L. White 


Without the private sector’s active commitment and 
support, there is a danger that universal values will 
remain little more than fine words—documents 
whose anniversaries we can celebrate and make 
speeches about but with limited impact on the lives 
of ordinary people. 


—Kofi Annan, Secretary General of the United Nations 


Octoser 1999 


nearly 1999, Freeport-McMoran 
Copper and Gold, Inc., a New 
» Orleans-based multinational com- 
pany, issued its 1998 annual report. At 
first glance, the report resembles the 
thousands of others regularly released 
by publicly traded companies: 52 pages 
long, with a letter to the shareholders 
from the chairman of the board and the 
president and standard financial infor- 
mation such as income, cash flow, bal- 
ance sheets, and stockholders’ equity.! 
Yet a second look reveals something 
striking: Fully 20 percent of the report 
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is devoied to a description of how. the 
company is “working toward sustainable 
development.” This from a company 
engaged in extracting nonrenewable 
resources that has been heavily criti- 
cized for its environmental and social 
mismanagement at a massive mining 
Site on a remote Indonesian island. 
Appearing before the financial informa- 
tion, the section on sustaimable develop- 
ment describes Freeport-McMoran’s 
activities in Irian Jaya along economic, 
social, and environmental lines: the 
taxes, dividends, and royalties paid to 
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Indonesia, migration, ethnic conflicts, 
alleged human rights abuses, and the 
medical and educational facilities the 
company maintains in the mining area; 
and iis environmental commitments, 
management, monitoring, and audits. 
Consider a second, equally telling 
case—that of Royal Dutch Sheil, the 
global petroleum exploration, refining, 
and chemical giant. In the mid-1990s, 
Shell was strongly criticized by cnvi- 
ronmental and human rights advocates 
for alleged abuses in its North Sea and 
Nigerian operations.? The North Sea 
episode was triggered by Shell’s an- 
nouncement in 1995 of its plans to dis- 
pose of a redundant storage and load- 


This involved allegations of involve- 
ment in human rights violations, 
which culminated in the execution of 
playwright and activist Ken Saro- 
Wiwa and eight others in 1995. As the 
operating partner in a joint venture 
that includes the Nigerian National 
Petroleum Corporation, Shell has 
inevitably been linked to the social, 
ethnic, and economic tensions that 
have plagued that country since inde- 
pendence. Though the company “did 
not necessarily agree with all [of Saro- 
Wiwa’s] views,” it did attempt to get 
Nigeria’s head of state to grant 
clemency to all of the accused. About 
the same time, Nigeria’s oil unions 


he globalization of commerce 
has also increased the public's 
awareness of the social 


and environmental impacts of large 


corporations. 


ing buoy at sea. Environmental 
activists, led by Greenpeace, saw an 
ominous precedent in such disposal, 
one that would turn the ocean into a 
dumping ground for contaminated 
equipment. Shell’s plans had been 
developed in the traditional corporate 
mode, based only on technical and eco- 
nomic criteria and ignoring the vicws 
of other stakeholders. The result was a 
damaging public relations episode for 
Shell that was fueled by both political 
outcries from various European Union 
(EV) political leaders and by some- 
times-violent protests by environmen- 
tal activists. The controversy subsided 
after intensive dialogue with stake- 
holders that will likely lead to the 
buoy’s use to extend a quay in Norway. 

The Nigerian episode was perhaps 
even more damaging to Shell’s image. 
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called a strike, putting Shell in the 
uncomfortable position of having to 
refuse to increase oi} production under 
military protection to support its 
clemency request. 

How does one interpret the respons- 
es of Freeport-McMoran and Shell? In 
both cases, public opinion forced them 
to reexamine their values and corpo- 
rate responsibility, and in both cases 
they chose to greatly expand the 
reporting of their environmental and 
social performance while firmly em- 
bracing the language of sustainability. 
Does such public disclosure occur in 
other cconomic sectors, or is it con- 
fined to the resource-intensive indus- 
tries whose operations often—and 
visibly—clash with the emerging stan- 
dards of environmental stewardship? 
And does public disclosure of environ- 


mental, social, and economic informa- 
tion have staying power or is it only 
“greenwashing” intended to defuse an 
immediate crisis? 


The New Transparency 


Looking at corporations’ disclosure 
activity worldwide, it appears that the 
Freeport-McMoran and Shell cases are 
in fact symptomatic of a long-term 
shift in corporate behavior. While spe- 
cific incidents may provide the final 
impetus, it is clear that companies 
worldwide are moving toward greater 
accoumtability. As economist George 
D. Smith and his colleague Davis Dyer 
observe in assessing the transforma- 
tion of U.S. corporations during the 
last century, it is not simply growing 
economic complexity that dernands 
management’s attention. Corporations 
must also attend to the rising claims of 
multiple stakeholders-—consumers, 
environmentalists, suppliers, and 
employees as well as sharcholders—to 
retain their license to operate and even 
their competitiveness: “Indeed, what is 
new is that explicit social and ethical 
responsibilities are now vested in 
American corporations more than ever 
before’? (For more on the meaning of 
sustainability in the corporate context, 
see the box on page 33.) 

What is giving rise to this trend? No 
single explanation suffices. Prior to 
the 1930s, corporate disclosure of 
financial information (to say nothing 
of social or environmental informa- 
tion) was virtually unknown in the 
United States. This is not to say that 
governments and the public were 
indifferent to corporate behavior. 
Indeed, until the Civil War (1861-65), 
the states generally chartered corpora- 
tions for specific purposes (e.g., to 
build a road or canal) and specific 
periods of time. Having achieved its 
goal, a corporation would usually dis- 
tribute the accumulated assets to its 
shareholders and disband. Thus, every 
corporate charter represented an 
implicit social contract: The corpora- 
tion was granted the license to operate 
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efining Corporate 


Su 


be: precise meaning of the:-term-cor- 

porate sustainalility is. nyuch dis- 

puted. For'some, a company that is 
truly pursuing sustainable practices:must 
be phasing out its use.of substances “that 
are systematically at odds with a stistain- 
able. world” while measuring: “what 
share of the world’s limited regenerative 
capacity’ is -oceupied by“ [itsF use of 
renewable substances.” Similar to this is 
the view. that corporate. sustainability 
means: establishing “houadary * condi- 
tions, limits, metabolic ratios, and. foot- 
prints.”? Others, intellectually tied to the 
social auditing movement, assign more 
weight to the processes that lead 10-sus- 
tainable practices (as distinct. from the 
results of those practices): They see the 
involvement. of stakeholders—-and -indi-. 
cators defined by those stakehalders—as 
@ precondition for wuly sustainable cor- 
porate activities, Sill others, lod by the 
World Business Council on Sustainable 
Development; define sustainability 
largely in-terms of ecoefliciency, Le. as 
producing goods and services of greater 
and greater value relative: w the burden 
they. Imposé-on the environment. Final- 
ly, Some “commentators “view ‘Corporate 
sustainability as an -oxymioraa. “That i, 


in exchange for providing social bene- 
fits. Putting time limits on charters, 
making stockholders fully liable for 
the corporation’s debts, and modifying 
the charter if the corporation failed to 
fulfill its public purpose were all part 
of the rules of the game in the early 
days of the republic.* 

After the Civil War, however, this 
situation changed dramatically. By the 
1870s, major corporate interests had 
pressed the federal and state govern- 
ments to treat them in ways that 
allowed essentially uncontrolled accu- 
mulation of wealth with minimal lia- 
bility for harm to workers or the pub- 
lic at large.> Another watershed came 
in 1886, when the Supreme Court 
ruled that a corporation was a “natur- 
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inability 


they wee today's global corporations 
which measure their success. primarily. in 
terms of short-term increases in share- 
hoider: value-and which make: few. com 
jnitments to. their communities or work- 
ers—as inherently at oddé with the 
intergenerational and». social: equity: | 
aspects. .of. sustainability. This. article. 4 
lakes“ no position” on which of these 
views is the correct one; it merely asserts 
that stistuinability relates to three ditnen-. 
sions of corporate behavior namely We 
environmental, -social-and= economic 
aspects of a company’s operations. 


}ecMathis Wackernagel, Redetiniig Progress, per 
sonal: comuminication “with “the wathor, March 
1998. : 
2. Paul Hawken, personal communication with the... 
anthon.WMarch-1999 ‘Boundary candidons, limita, 
‘and metabolic ratios refer to the assinitiative capacl- 
ty of air water, and land relative to the cesource use 
and wastes assuciated with a firm's products and ser- 
Views: Footprints rater to the: quantity of resources 
required by a firs t make its peorkicts, expressed in 
some: single metric such:as-hectares. of Iand, 

30" DH Simone and F Popedf. Rea-epiciency: The 
Business Link to Sustainable: Development (Boston, 
‘Mass: MEP: Press:1:997); 

4... Ty. Korten, When Corporitions. Rule: the. World 
OWest:-Hartford,- Coma: Kommurian: Press: and San 
Fiancises, Calif: Berrett-Kochier Publishers, 1993): 


al” person subject to all the protections 
of the Constitution. This decision 
effectively reversed hundreds of state 
laws governing the wages, working 
conditions, ownership, and tenure of 
U.S. corporations.® It also heralded a 
period of more than 40 years during 
which governments and corporations 
showed little inclination toward trans- 
parency. Burgeoning corporate power 
was accompanied by secrecy; greater 
accountability would have to wait sev- 
eral decades, one world war, and the 
collapse of the stock market. 

Public accountability suffered in two 
ways during the late {9th century. 
First, large corporations headed by fig- 
ures such as Cornelius Vanderbilt, John 
D. Rockefeller, Andrew Carnegie, and 


5. P. Morgan were decidedly secretive 
in their conduct of business, a practice 
made possible by the lack of mandato- 
ry disclosure rules and the entrepre- 
neurs’ cozy relationships with govern- 
ments. Second, the accounting systems 
that did exist were an artifact of earlier 
times when “accounting” merely 
meant tracking performance for 
investors. All other stakeholders— 
workers, customers, communities, and 
the early environmentulists—were left 
uninformed about matters that might 
affect them greatly. This disjuncture 
between the corporate purpose broadly 
defined and cerporations’ balance 
sheets is at the root of the debate over 
accountability even now.’ 

Though transparency was lacking, 
the fedcral government attempted to 
prevent the concentration of economic 
power in the hands of a few large cor- 
porations m other ways. Congress out- 
lawed monopelies in the Sherman 
Antitrust Act of 1890 and took further 
action against anticompetitive prac- 
tices by creating the Interstate Com- 
merce Commission in 1887 and the 
Federal Trade Commission (FTC) in 
1914. As it happens, the FTC legisla- 
tion represents a major step toward 
accountability because it grants the 
commission authority 10 obtain infer- 
mation from companies in cases in- 
volving unfair trade practices. These 
and other actions of the early 20th cen- 
tury portended a uniquely American, 
yet curiously paradoxical, relationship 
between government and business that 
has persisted to this day: the coexis- 
tence of a culture that enthusiastically 
embraces free markets while casting a 
wary eye on the big business that is a 
direct offspring of this culture. This 
tension distinguishes the United States 
from other industrial {and some 
emerging) nations, where government- 
business relationships tend to reflect a 
sense of common interest and shared 
public responsibility.* 

While tegulation to maintain com- 
petitiveness and fairness in commerce 
was firmly rooted by the first quarter 
of the 20th century, it would take the 
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collapse of U.S. stock markets in 1929 
to permanently put corporate account- 
ability on the government’s agenda. A 
decline of more than 80 percent in the 
market value of all securities on the 
New York Stock Exchange from 1929 
to 1932 convinced policymakers that 
accountability standards were them- 
selves bankrupt. Congress responded 
by enacting the Securities Act of 1933 
and the Exchange Act of 1934, the first 
major pieces of legislation to signifi- 
cantly Increase corporate accountabili- 
ty. Although the financial disclosure 
requirements of these landmark laws 
are among their most prominent fea- 
tures, their legislative history suggests 
that environmenial and social informea- 
tion—critical elements of today’s cor- 
porate sustainability picture---fall well 
within their purview. That such imfor- 
mation has only recently begun to 
appear in corporate reports~-more 
than six decades afler enactment of the 
legislation—is better explained by 
enforcement agency culture and cor- 
porate resistance than by any Limita- 
tions of the legisiation itself. 

Law professor Cynthia Williams 
illuminates the gap between legislative 
intent and implementation.? Reviewing 
the legislative history, she demon- 
strates the intent of the laws includ- 
ed—but was not limited to—protecting 
investors from the misrepresentations 
that had fueled such vast speculation in 
stocks in the 1920s. Indeed, the new 
securities laws had a broader mandate: 
to reinstate some kind of social control 
over corporate behavior through the 
instrument of public disclosure. Dis- 
closure, it was thought, would provide 
reliable and timely information about 
board membership, ownership, debt 
and cquity positions, the purpose of 
new securities offerings, and a host of 
other details that all stakeholders (not 
just investors) need to evaluate a cor- 
poration’s activities. The wording of 
section 14(a) of the Exchange Act is 
particularly tefling in this regard: In it, 
the Securities and Exchange Commis- 
sion (SEC) is given the “power to pro- 
mulgate proxy regulations ‘as neces- 


34 ENVIRONMENT 


Copyright © 1999. All rights reserved. 


sary or appropriate in the public inter- 
est or for the protection of investors 
Jemphasis addcd].’”!” 


Winds of Change 


For half a century after the above 
laws were enacted, the debate centered 
primarily on how to achicve disclosurc 
rather than on the more fundamental 
question of what information should be 
disclosed. The SEC charged the Finan- 
cial Accounting Standards Board with 
developing generally accepted account- 
ing practices (GAAP) to ensure that all 
companies reported financial informa- 
tion in the same way.'! The accounting 
profession thus became responsible for 
certifying that corporate disclosures 
adhere to these principles, and SEC fil- 
ings became a key repository of infor- 
mation for investors. The intcrests of 
investors are protected by continually 
reviewing and revising GAAP to keep 
up with the increasing complexity of 
corporate finances. 

Until recently, other stakeholders 
have not had access to relevant corpo- 
rate iformation to the same degree as 
investors. Several factors are acting to 
change this, including legal challenges 
and the growth of a gicbal economy. In 
the 1970s, the Natural Resources De- 
fense Council (NRDC) pursued vari- 
ous legal efforts to enlarge the scope of 
disclosure required by the SEC.” In a 
strict legal sense, ihese efforis came to 
little. The courts simply reaffirmed the 
principle of economic “materiality,” 
thal is, that corporations were required 
to disclose “social” information onty 
when it was directly relevant to a pru- 
dent investor’s decisions. In a broader 
sense, however, the notion that social 
and environmental information was a 
valid concern for securities regula- 
tors-—even from the narrow perspec- 
tive of the individual investor—created 
an important precedent. The issue of 
other stakeholders’ right to corporate 
information would surface again, first 
regarding the environment and soon 
thereafter in the context of sustainable 
business practices.4 


The globalization of commerce has 
also increased the public’s awarencss 
of the social and environmental 
impacts of largc corporations. Mis- 
steps by 4 multinational firm in one 
part of the world are rapidly commu- 
nicated to consumers and public inter- 
est advocates elsewhere. Two catastro- 
phes in the 1980s—-the accidental 
release of toxic fumes at Union Car- 
bide’s fertilizer phunt in Bhopal, India, 
and the Exxen Valdez oi] spill in Alas- 
ka-—iaid the groundwork for higher 
standards of corporate disclosure. 
Move recently, Wal-Mart, the giant 
U.S. retailer, has been the object of an 
exposé concerning low-wage labor in 
Honduran textile factories; Nike has 
been the target of protests over its use 
of child labor in Asia; and Monsanto’s 
involvement with genetically modified 
organisms has made it a lightning rod 
for opponents of that technology.'4 In 
short, globalization has been a two- 
edged sword for corporations, offering 
them the possibility of unprecedented 
market expansion and capital accurm- 
lation but also increasing the opportu- 
nities for costly mistakes that may 
become headline news within hours. 
Together, these trends bolster the case 
for moving from ad hoc, reactive, and 
disharmonized disclosure toward dis- 
closure that better matches the ges- 
graphic scope and multiple dimen- 
sions of modern corporations. !* 


Rise of the Voluntary Report 


A survey of voluntary corporate dis- 
closure practices reveals remarkable 
progress in the last decade but also the 
emergence of a troubling paradox. The 
very growth of such disclosure, which 
is embodied in hundreds of environ- 
mental and sustainability reports, has 
led to an cnormous volume of incon- 
sistent and unverified information. If 
the information of interest to stake- 
holders is not presented in a coherent, 
uniform framework, the resulting con- 
fusion and frustration may well stall 
the momentum toward greater disclo- 
sure achieved during this decade. 
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What are the roots of this problem? 
The predecessor of today’s voluntary 
reporting is environmental compliance 
reporting. In the United States, the lat- 
ter dates back to the 1970s and the 
enactment of key environmental laws 
governing air and water quality and 
wasle management. The regulations 
that followed created a rudimentary 
reporting system based on facility air 
emissions and water discharge permits 
and mandatory hazardous waste 
reports. This system, however, suf- 
fered from the same deficiencies as the 
laws thal spawned it, ie., it focused on 
individual media, the information was 
not coordinated, and the reports them- 
selves were often duplicative and 
inconsistent.'® OF course, these partic- 
ular reporting requirements were de- 
signed to serve only one stakeholder 
(the federal government) and only one 
purpose (facilities’ campliance with 
emissions limits). Though European 
nations pursued a less regimented 
approach to environmental regulation 
during this period, reporting there was 
also geared to compliance. 

A step toward broader, more com- 
prehensive coverage of corporate envi- 
ronmental performance occurred with 
Congress’s enactment of the Super- 
fund Amendments and Reauthoriza- 
tion Act of 1986. This milestone fegis- 
lation, which was inspired in large 
measure by the Bhopal tragedy, funda- 
mentally redefined the reporting land- 
scape by creating the Toxics Release 
Inventory (TRE). Thousands of medi- 
um and large facilities were now 
required to annually report all of their 
releases to all media—air, water, and 
land—a provision that would enable 
interested stakcholders to obtain a 
complete profile of a facility's per- 
formance without having to assemble 
reguiatory compliance information 
piece by piece. Subsequent amend- 
ments to the 1986 law expanded the 
list of pollutants and the number of 
facilities required to report. The Toxi- 
cs Release Inventory has inspired sim- 
ilar initiatives in Canada and the Euro- 
pean Union. Indeed, the public’s right 
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to have access to TRI-type information 
is generally accepted in Organisation 
for Economic Cooperation and Devel- 
opment countries. Policy debates now 
focus on the operational aspects of 
such information systems (e.g., the 
sectoral coverage, threshold emis- 
sions, and frequency of reporting) 
rather than on their merit. The next 
logical step would be to require report- 
ing of information about chemical use 
(as distinct from chemical releases) as 


rely in part on chemical use informa- 
tion. In any case, it is clear that TRI 
has irreversibly altered public expec- 
tations pertaining to environmental 
reporting at the facility level. 

In retrospect, however, satisfaction 
with TRI as an instrument of corpo- 
rate accountability was short-lived. 
While pressures to enlarge TRI’s 
scope were present virtually from the 
day the regulations were issued, a 
more comprehensive approach began 


epending on how one defines 
the term, there are now 
about three dozen initiatives 


with some relevance to sustainability 


reporting. 


well as that on chemicals contained in 
products. This has been particularly 
controversial, however.!7 U.S. firms 
have raised two primary concerns in 
regard to the disclosure of information 
about chemical use and the chemicals 
in their products. The first is that such 
disclosure may enable competitors to 
“reverse engineer” a firm's products 
and determine the volume of its pro- 
duction-—a fact the firm would ordi- 
narily guard quite closely. The second 
pertains to the interpretation of chemi- 
cal use information: That is, will com- 
muriities, environmentalists, and other 
stakeholders confuse use information 
with release information? And is 
release information adequate fo assess 
the risk of exposure to harmful sub- 
stances? Interestingly, although the 
European nations have lagged behind 
the United States in disclosure of TRI- 
type chemical release information, 
they have demonstrated far stronger 
interest in product life-cycle assess- 
ment and ecolabeling, both of which 


Copyright © 1999. All rights reserved. 


to take shape around 1990. This was 
based on the idea of voluntary corpo- 
rale environmental reports (CERs), 
which were virtually nonexistent 
before. Reports by Polaroid, Monsan- 
to, Norsk Hydro (Norway), and 
BSO/Origin (the Netherlands) would 
soon be joined by hundreds of others 
in an unprecedented surge of corpo- 
rate initiative. Today, the total number 
of CERs produced annually prebably 
exceeds 1,000 (including both stand- 
alone reports and the environmental 
portions of financial reports); firms 
from the United States, Canada, 
Europe, Japan, and a smattering of 
other nations regularly prepare them. 
Why, in fess than a decade, did vol- 
untary CERs become standard practice 
among so many multinational corpora- 
tions? One reason may lie in the 
dynamics of corporate behavior. As in 
any diffusion process, innovators such 
as Polaroid and Monsanto set a stan- 
dard of disclosure against which other 
companies would be judged. In most 
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cases, such leadership was not inten- 
tional. Polaroid, for example, was ini- 
Wally induced to report on its environ- 
mental performance by bad press about 
its emissions in Massachusetts. Spurred 
by these carly leaders, reporting began 
to take root by the early 1990s."8 

Concurrent with these developments 
was the recognition that information 
on compliance is simply not adequate 
to portray a company’s complete envi- 
ronmental performance. Compliance 
information such as the number and 
amount of fines paid or pollutants 
released tells only a part of the story. It 
otilits aspects of performance that fall 
outside the regulatory net, such as 
water and energy use, product per- 
formance, and environmental manage- 
ment systems, to name a few. Then 
too, compliance reporting is generally 
limited to “lagging indicators,” that is, 
to what has already taken place. Lead- 
ing indicators-—information on envi- 
ronmental management syslerns, poli- 
cies, and product stewardship that 
gives stakeholders a basis for assess- 
ing future performance-—is usually 
lacking. As a rule, government report- 
ing requirements do not cover this 
type of information, nor has there been 
much indication that they will do so in 
the future. This was true even in very 
progressive countries such as the 
Netherlands and Denmark, where 
mandatory facility-level reporting pro- 
grams were under development by the 
mid- 1990s, 

Yet another shortcoming was the 
facility-based nature of virtually all 
mandatory reporting. Because it is 
individuat facilities that are issued per- 
mits, licensed, and fined, it may seem 
logical that they be the reporting units. 
Yet for environmentalists, investors, 
consumers, employees, and other 
stakcholders, company-level reporting 
is indispensable to provide a compre- 
hensive picture of corporate perform- 
ance. To some extent, of course, that 
picture can be picced together from 
the information on individual facili- 
ties. But asking stakeholders to do that 
is neither realistic nor efficient. And in 
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any case, a host of qualitative indica- 
tors, such as environmental manage- 
ment systerns and product stewardship 
referred to above, fall within the 
domain of corporate headquarters. 
Finally, with voluntary environmen- 
tal reporting quickly becoming the 
standard practice, stakeholders were 
poised to demand disclosure of the 
social and economic impacts of corpo- 


decade ago. And with the emergence 
of sustainability as the dominant para- 
digm for future development, it may 
well be that CSKs take hold with an 
intensity and durability that surprises 
even the skeptics. For this to happen, 
however, such reporting will need a far 
more definitive framework than envi- 
ronmental reporting has now. Fortu- 
nately, the many reporting initiatives 


he pace at which corporate 
sustainability reporting will 
evolve is highly uncertain. Yet 


the same could have been said about 
environmental reporting a decade ago. 


rate activities as well. Even without 
generally accepted standards for envi- 
ronmental reporting, pressure to 
enlarge the purview of corporate dis- 
closure was visible by the mid-1990s. 
This gave rise to precedent-setting 
social reports by The Body Shop (a 
personal care products firm}, Skandia 
(a financial services firm), and Shell, 
portending a time when sustainability 
reporting will supplant environmental 
reporting as a best business practice. 
Wage equity, child labor practices, 
gender equality, and freedom of asso- 
ciation in the workplace, as well as 
stakeholder engagement processes, 
buman rights, plant shutdown policy, 
and community reinvestment policy, 
exemplify the issues that such a wider 
reporting purview would cover. 

The pace at which corporate sustain- 
ability reporting (CSR) will evolve is 
highly uncertain. Indeed, given the 
current state of environmental report- 
ing, CSRs may seem like a distant 
vision. Yet the same could have been 
said about environmental reporting a 
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that have appeared in the last decade 
offer valuable insights into how such a 
framework may evolve. 


In Search of Standardization 


Depending on how one defines the 
term, there are now about three dozen 
initiatives with some relevance to sus- 
tainability reporting. A mumber of 
stakeholder groups, including busi- 
nesses, governments, nongovernmen- 
tal organizations (NGOs), and ac- 
counting organizations are active in 
this movement. Some of these initia- 
tives began with the aim of giving cor- 
porate managers a tool with which to 
compare their company’s own prac- 
tices with the best ones in their indus- 
try. Others were launched to enhance 
external accountability but now seek 
to meet internal data needs as well. 
Some are purely voluntary and stand- 
alone reporting programs; others are 
required as part of a broader corporate 
accountability program. Some initia- 
tives contain broad guidelines only; 
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others are specific as to quantitative 
and qualitative indicators. And some 
programs contain an evaluation or ver- 
ification component, while others do 
not. Such components may involve, 
for example, guidance to independent 
auditors who, like financial auditors, 
attest to the quality of the information 
systems and the accuracy of the data 
reported by the facility or company. 

What is driving this global reporting 
movement? For NGOs, particularly 
those involved in rating corporations, 
regular disclosure of environmental 
and social information is clearly 
essential, For trade associations and 
other business groups, being able to 
systematically respond to stakehold- 
ers’ expectations while managing pro- 
liferating information requests is the 
key objective. For governments, the 
ability to get a comprehensive, one- 
stop view of facility performance 
(beyond that offered by current com- 
pliance reporting) is a major driver. 
And for accountants, auditors, and 
verifiers, a generally accepted envi- 
ronmental (or sustainability) reporting 
framework analogous to that for finan- 
cial reporting is increasingly seen as 
necessary, attainable and—equally 
important—marketable. 

A few examples will illustrate the 
nature of the various mitiatives that are 
under way.” In 1993, the Bnussels- 
based European Chemical Industry 
Council issued a set of voluntary 
guidelines for its members (chernical 
industry trade groups within individual 
countrics) that are based on the public 
disclosure requirements of Responsi- 
ble Care, the worldwide chernical 
industry’s environmental program. 
These guidelines, which were updated 
in 1998, represent one of the most 
robust reporting programs to date.?! 
Seeking to improve corporate image, 
customer relationships, and relations 
with regulators, the guidelines include 
multiple quantitative metrics for major 
types of polhitants (i.e., air, water, and 
hazardous waste} as well as one metric 
for nonhazardous pollutants. Lists of 
recommended chemicals and threshold 
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values for reporting are also included. 
In addition, the guidelines cover the 
provision of qualitative imformation, 
such as a statement from the chairman, 
a company profile, a description of 
product stewardship activities, and 
other forms of stakeholder communi- 
cations. These guidelines are purely 
voluntary, however. 

The Coalition for Environmentally 
Responsible Economies (CERES), 
formed in 1989, is a group of environ- 
mental organizations and social in- 
vestors that works with companies to 
advance accountability along multiple 
dimensions.2?7 In the early 1990s, 
CERES launched the first standardized 
environmental report for companies 
that endorse the group’s 10 principles. 
This reporting format, which is revised 
annually through a collaborative pro- 
cess involving company and noncom~- 
pany stakeholders, is now used by 
approximately SO companies, mainly 
in the United States. Its coverage is 
extensive, including about 100 quanti- 
tative performance indicators and qual- 
itative aspects of company operations. 
During the last two years, CERES has 
produced customized versions of its 
basic format for the financial services, 
energy, and health care industries. It 
has also inspired other initiatives, such 
as the Public Environmental Reporting 
Initiative (PERD and the Global Re- 
porting Initiative (GRD). 

Denmark’s Green Accounts Program 
is an example of a governmental pro- 
gram that aims to improve reporting at 
the facility level. This program and a 
recent Dutch initiative of a similar 
nature are nateworthy because they are 
among the first government mandates 
seeking to provide a comprehensive 
picture of facility performance. Inter- 
estingly, the Danish program requires 
firms to submit information on inputs 
(.e., the water, energy, and materials 
used in production) but not to disclose 
this information to the public. 

The Investor Responsibility Research 
Center (RRC) in Washington, D.C., is 
a nonprofit organization that strives to 
meet the information needs of the social 


investment community. The organiza- 
tion’s company profiles contain a broad 
spectrum of quantitative and qualitative 
information that is used to compute 
various performance indicators, ie., an 
Emission Efficiency Index, a Spill 
Index, and a Compliance Index. The 
information is gathered both from 
questionnaires sent to the companies 
and from published government re- 
ports. Investors (and the companies 
themselves) can use these indices to 
compare the performance of particular 
firms to the average for the industry. 

The World Business Council for 
Sustainable Development (WBCSD) 
in Geneva joined the ranks of organi- 
zations engaged in reporting initia- 
tives through its Eco-Efficiency Met- 
rics Working Group. Initially, this 
group sought to develop both generic 
and sector-specific metrics to aid com- 
panies’ internal decisionmaking. Over 
time, however, it has come to assist 
with externa] reporting needs as well. 
WBCSD’s program focuses strictly on 
quantitative metrics, seeking to help 
companies track their progress in 
reducing the environmental burden of 
the products or services they produce. 
The program was influenced by the 
Canadian Round Table’s work on eco- 
efficiency measurement.”? The Round 
Table, a federal government advisory 
panel seeking to identify idicators of 
use to managers, boards of directors, 
and external stakeholders, developed 
and tested indicators of energy inten- 
sity, materials intensity, and pollutant 
dispersion in collaboration with eight 
Canadian firms. Use of these indica- 
tors is purely vohuntary, however. 

The final example is the World 
Resources Institute’s (WRI) frame- 
work for performance measurement. 
in attempting to identify a set of com- 
mon elements for assessing company 
or facility performance, WRI conclud- 
ed that materials use, energy con- 
sumption, nonproduct output (all 
material that is neither used in nor as 
final product), and releases of pollu- 
tants were generally applicable per- 
formance measures. Though specific 
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Metrics are not given, the framework 
takes a strong stand on using input and 
output measures to evaluate progress 
toward the efficicnt use of resources. 
WRI sees such a framework as essen- 
tial to mecting internal information 
needs and as a sound foundation for 
external reporting. 

These five programs are but a sam- 
ple of the dozens in place around the 
world. With each new program, it 
would appear that accountability is 
gaining ground. More facilities and 
more companies producing more 
reports seems to foretell a future with 
vast amounts of information. Coupled 
with the progress in social reporting, 
stakeholders should enjoy timely 
access to a rapidly growing body of 
environmental and social reports. But 
dees all this mean that corporations 
will be more accountable? 

The answer, unfortunately, is no— 
for the simple reason that more infor- 
mation does not necessarily mean bet- 
ter information. To be worthwhile, 
information about corporate perform- 
ance has to meet the specific needs of 
different stakeholders. Yet the current 
fragmented (indeed chaotic) state of 
reporting initiatives is incompatible 
with this goal. With each program 
defining its own categories of interest 
(e.g., energy), objectives (e.g., energy 
efficiency), and indicators (e.g., kilo- 
watt-hours per unit of output), the 
reporting landscape is awash with 
hundreds of indicators. While a certain 
level of customization is desirable (a 
chemical company cannot use precise- 
ly the same performance measures as 
an auto manufacturer, for instance), 
the current trend is toward far too 
much customization. As a result, the 
disparity between the volume of infor- 
mation available and the value of that 
information will accelerate. Although 
companies may well derive internal 
benefits from the existing reporting 
systems, the broader vision of corpo- 
rate accountability to external stake- 
holders through the provision of con- 
sistent and credible information will 
remain just that—a vision. 
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The Global Reporting Initiative 


With growing pressure for higher 
standards of corporate disclosurc, the 
proliferation of reporting initiatives, 
and increasing uneasiness with the 
path that such initiatives were follow- 
ing, the need for a comprehensive and 
credible reporting mechanism was 
clear. While each of the dozens of 
reporting programs has value for a 
specific audience (e.g., the chemical 
industry, the Danish government, or 
enviroumental activists), the absence 
of a generally accepted reporting 
framework analogous to financial 
reporting remains a major impediment 
to driving companies toward continu- 
ally higher levels of performance. 
Without such a standard, comparisons 
across companies and nations are not 
possible. Thus, the challenge is to cre- 
ate a reporting framework that is 
generic enough to capture key infor- 
mation common to most companies 
while building in sufficient flexibility 
to address the sector-, size-, and coun- 
try-specific variations. 

CERES responded by launching the 
Global Reporting Initiative (GRD in 
1997. For CERES, GRI represented 
the logical next step in the evolution of 
reporting programs. While the organi- 
zation’s domestic program had strong- 
ly influenced voluntary environmental 
reporting im the United States, it was 
becoming increasingly clear that a 
U.S.-based program was incompatible 
with the rise of global markets: If stan- 
dardized reporting were to realize its 
full potential, companies worldwide 
would have to adopt the concept of a 
uniform framework. 

Within months after its launch, GRE 
had emerged as an initiative distinct 
from all others in the reporting arena. 
There were three reasons for this. 
First, GRE is governed by a steering 
committee that represents all major 
stakeholders, including business, cnvi- 
ronmental, accounting, and United 
Nations interests (see the box on page 
39). Second, it is attempting to 
advance true corporate sustainability 


reporting that goes beyond the tradi- 
tional environmental and health and 
safety concerns.** And third, it empha- 
sizes the concept of standardization. 

During 1998 and early 1999, GRE 
moved aggressively to make good on 
its original three-part mission: to ele- 
vate sustainability reporting to a fevel 
equivalent to that of standard financial 
reporting in terms of comparability, 
auditability, and generally accepted 
practices; to devise core metrics for all 
enterprises as well as customized met- 
rics applicable to specific sectors, all 
reflecting the environmental, econom- 
ic, and social dimensions of sustain- 
ability; and to create a permancnt and 
effective institution to support such 
reporting. In March 1999, GRI’s steer- 
ing committee released the so-called 
Exposure Draft of its first Sustainabil- 
ity Reporting Guidelines for public 
comment and pilot testing (see the box 
on page 40) This document has 
three major sections: a preamble that 
describes the purpose, scope, value, 
and principles of the guidelines; the 
guidelines themselves, which have 
nine parts; and appendices giving fur- 
ther details on the underlying report- 
ing principles, along with explanatory 
notes und lists of participants. 

The Exposure Draft is noteworthy in 
several key respects. First, its report- 
ing framework is firmly grounded in 
standard accounting principles, specif- 
ically Ghose of financial accounting. 
Characteristics such as relevance, reli- 
ability, understandability, comparabil- 
ity, timeliness, and verifiability, along 
with assumptions such as ithe precan- 
tionary principle, form the backbone 
of this framework. This is no accident. 
With accountants integral to the GRE 
process, there has always been a 
strong voice for relying on generally 
accepted accounting practices. Indeed, 
most GRI participants endorsed. this 
approach, beHeving that it would help 
make the initiative credible to a wide 
range of stakeholders, including busi- 
ness itself. 

Second, the core guidelines are 
remarkably brief, comprising a mere 


OCTOBER 1999 


Global Reportin: 


‘ Initiative 


Association of Chartered Certified Accountants (Ui) 


Canadian Institute of Chartered Accountants 


Centre for: Science and Environment (india) 
Coalition for Environmentally Responsible Economies: (CERES)-C.8.) 
Colombian Business Council for Sustainable Development 


Councti on Beonomic Prianties (ULS...ULK.). 


Environmental Auditing Research Group Gapan) 


E2 Manapenient Consulting (Switzerland) 


General Motors. Corporation (U_S5 


Institute for Sovial-and Ethical Accounting (U-K.) 
Investor Responsibility Research Center (7.8) 


FPTFlygt (Sweden) 
New Economics Foundation.(U.K:) 


Stockholm Environment Fastitute-Tellus. testitute (Sweden, US.) 


SustainAbility (UK) 
United Bank of Switzerland 


United: Nations Hnvironment Programme 


World Business Council on Sustainable Development (Switzerland) 
World Resources Institute (U.S) 


six pages. The longest section is the 
one on operational performance. This 
section contains a generic set of quan- 
titative indicators for energy, materi- 
als, and water use as well as emissions 
(both those returned to the production 
process itself and those released into 
the land, air, and water). Other parts of 
the guidelines cover primarily qualita- 
tive information on such issues as poli- 
cies and management systems, stake- 
holder relationships, and product 
performance. 

Brevity does not signify selectivity 
or exclusion, however. In fact, the 
process of developing the guidelines 
was marked by a steady movement 
toward succinctness and consolida- 
tion. In the view of GRI participants, it 
was better to avoid overwhelming 
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reporters with long lists of items that 
might be perceived as burdensome and 
overly specific. As a result, difficult 
decisions were made concerning core 
quantitative indicators of performance 
while requests for qualitative informa- 
tion were carefully worded so as to be 
precise yet reasonably flexible. 

Third, the guidelines give equal 
weight to past and future performance. 
Those who developed GRI made a 
concerted effort to avoid the pitfall of 
other reporting initiatives, which rely 
heavily (and often exclusively) on lag- 
ging indicators. So, in addition to cre- 
ating a historical record, these guide- 
lines attempt to capture the degree to 
which management is forward-look- 
ing, resilient, poised to imnovate, and 
capable of exercising leadership in the 


face of rising expectations for envi- 
ronmental, social, end economic per- 
formance. This aspect of company 
performance is especially valued by 
securities analysts, who seek barome- 
ters of management quality. 

Finally, GRIPs treatment of the 
social and economic aspects of sus- 
tainability is far less refined than its 
treatment of the environmental 
aspects. In fact, the main criticism of 
the guidelines is that environmental 
information dominates. Why is this the 
ease? With the critical decision to 
enlarge the scope of the initiative to 
full sustainability reporting, GRI’s 
designers immediately confronted a 
troubling reality: Relatively litthe work 
has been done on measuring the social 
and broader economic aspects of cor- 
porate performance. Even the defini- 
tion of social and economic perform- 
ance remains elusive.’ Do these stand 
parallel to each other and environmen- 
tal performance? Or is social perform- 
ance the broad umbrella under which 
all aspects of corporate accountability, 
including the environmental and eco- 
nomic aspects, are properly placed? 
And what precisely is meant by “eco- 
nomic” as distinet from financial? Is it 
job creation and income generation in 
host communities? Or is it a grander 
concept, encompassing not only these 
local impacts but also the external 
costs of business activity (e.g., the 
costs of biodiversity loss, unsustain- 
able forestry practices, the adverse 
health consequences of global temper- 
ature rise, and damage to buildings and 
crops from acid rain)? 

The lack of generally accepted cate- 
gories of social and economic im- 
pacts—much less generally accepted 
indicators of such impacis—teaves the 
quest for standardized reporting in its 
very earliest stage. While certain con- 
cerns commonly arise in discussions 
with stakeholders—hurman rights, 
employee rights, and community 
involvemment?*—more precise articula- 
tion of goals and indicators is lacking. 
Moreover, the culture- and country- 
specific nature of some aspects of 
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social performance adds further com- 
plications to the challenge of standard- 
ization. For example, norms regarding 
gender equality in the workplace and 
minimum wages for labor vary widely 
across regions and nations. While 
international standards of human 
rights and labor practices offer some 
guidance for the development of cor- 
porate sustainability reporting guide- 
Imes, there is still no consensus on 
precise indicators.° 

In recognition of this situation, GRI 
opted to use its draft guidelines and 
pilot test as a vehicle for maximum 
experimentation and mutual learning 
by corporations and report users. Cor- 
porations are requested to provide 
social and economic indicators in five 
areas: corporate principles (e.g., ethical 
standards, such as those pertaining to 
bribery and corruption}; employee rela- 
tions (e.g., freedom of association and 
workforce diversity): local and global 
community relations (e.g., community 
involvement and skills transfer); rela- 
tions with suppliers (e.g., procurement 
standards); and relations with cus- 
tomers (e.g., labeling and advertising 
standards). However, GRI’s developers 
chose not to provide specific quantita- 
tive metrics for measuring performance 
in these areas, preferring to encourage 
companies to experiment and provide 
feedback during the 1999 pilot test. In 
the three performance sections of the 
guidelines, firms are encouraged to 
offer indicators that are “of core rele- 
vance” to the enterprise, including 
those “arising from stakeholder en- 
gagement or other sources." 

GRI’s pilot phase began in late 
spring 1999. Approximately 20 com- 
panies have volunteered to participate. 
Some are to prepare full-blown sus- 
tainability reports using the draft 
guidelines, as in the case of Bristol- 
Myers Squibb,*! Proctor and Gamble, 
and ITT/Flygt. Others, such as Shell 
and Novo Nordisk will use the guide- 
lines to inform their existing reporting 
programs, deferring to a later date the 
decision to embrace them in their 
entirety. The group of pilot testers rep- 
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resents a mix of companies, some 
experienced in corporate environmen- 
tal and sustainability reporting and 
others just launching such programs. 
By early 2000, the results of the pilot 
test will be fully incorporated into a 
revised set of guidelines for dissemi- 
nation and, hopefully, adoption on a 
large scale. 

Though the GRI process is still 
young, its performance thus far has 


exceeded expectations. In April 1999, 
Klaus Tépfer, executive director of 
the United Nations Environment Pro- 
gramme (UNEP), wrote 200 environ- 
mental ministers worldwide encour- 
aging them to “invite companies .. . 
to use [the GRI] guidelines and to 
work with UNEP and its partners to 
finalize them.”** GRI has also attract- 
ed substantial attention in the science 
and policy community, as exemplified 
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by recent statements in a leading jour- 
nal that it represents “the most 
promising effort yet to standardize 
what are currently a cacophony of 
green business claims” and that “[nJo 
other environmental reporting stan- 
dard has as many influential institu- 
tional supporters... 2? Accounting 
societies in Canada and the United 
Kingdom have been major advocates 
of both the process and the draft prod- 
uct.“4 Though critics have questioned 
GRI’s definition of sustainability.* 
their comments are directed more at 
weaknesses in the draft guidelines 
than at the process itself. 

From the outset, GRI has sought to 
bring together the best thinking on 
accountability and reporting, drawing 
from initiatives and experts world- 
wide. It recognizes the value of each 
such initiative and, in fact, believes 
that many will and should continue 
even if GRI becomes a generally 
accepted global standard. Even if GRE 
succeeds at creating a generic frame- 
work covering, say, three-quarters of 
the sustainability information applica- 
ble to companies operating anywhere 
in the world, a need for supplemental 
information will persist. Building on a 
GRI platform with such supplemental 
information will strike balance be- 
tween the generic and the specific. 
This, in turn, will best serve the 
diverse audiences who use corporate 
sustainability reports. 


Accountability in the 21st 
Century 


The globalization of product, ser- 
vice, and capital markets has made 
corporations more footloose than ever, 
with private direct forcign investment 
now far outstripping that of multilater- 
al development institutions. Govern- 
ments are watching the expansion of 
multinational corporations while lack- 
ing the toels to monitor-—much less 
regulate——corporate behavior. Ethical 
and social investors, though still 
miniscule in relation to total securities 
markets, are attracting more and more 
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attention from both securities analysts 
and companies. Information on corpo- 
rate mismanagement of environmental 
and social affairs becomes virtually 
instant news and a source of corporate 
discomfort (or worse), And corpora~ 
tions themselves, seeking ways Lo dis- 
tinguish themselves from their com- 


counting standards even in the narrow 
and traditional dormain of financial 
reporting. Disclosure of environmen- 
tal, social, and nonfinancial economic 
information has been scant, erratic, 
and inconsistent. Thus, for the new 
deal to materialize, i.e., for the new 
license to operate to take effect, the 


overnments are watching the 
expansion of multinational 
corporations while lacking the 


tools to monitor—much less requlate— 


corporate behavior. 


petitors, are exploring ways to make 
environmental and social performance 
part of their “brand equity.” 

At the dawn of the 2{st century, a 
new deal is taking shape between busi- 
ness and its external stakeholders. 
Though still in its formative stage, its 
contours are identifiable. It amounts to 
a redefinition of the corporate license 
to operate: Society may accept market 
capitalism as the dominant form of 
economic organization in exchange 
for deepening and broadening the 
standards of accountability to encom- 
pass the environmental, social, and 
economic dimensions of corporate 
activity. In a fundamental sense, the 
new license is firmly rooted in market 
mechanisms. It assumes that markets 
operate most efficiently when not only 
technology, capital, and labor but also 
information flow freely across the 
globe. While economic integration, 
free trade, and the globalization of 
capital markets have accelerated cor- 
porate multinationalism, information 
disclosure lags far behind. Corporate 
performance disclosure remains limit- 
ed by the absence of international ac- 


standards of corporate accountability 
must be expanded to unprecedented 
levels. To make this a reality will 
require a concerted effort on the part 
of diverse stakeholders, an effort that 
is built on the premise that informa- 
tion disclosure will help direct corpo- 
rate behavior toward sustainable ends. 
At this juncture, the convergence of 
stakeholder views around this premise 
is identifiable, although thoughtful 
skeptics will continue to challenge the 
underlying notion that market capital- 
ism is structurally capable of deliver- 
ing a sustainable society. 

In today’s business community, the 
weight of public opinion is an 
inescapable reality for management. 
News about problems with new prod- 
ucts is disseminated very quickly— 
the same day on the internet and the 
next day in the business press. As a 
result, for global companies, hardly 
any decision is purely local any more. 
At the same time, management itself 
recognizes the critical role of such 
information in effective decisionmak- 
ing. It is the confluence of these two 
forces that makes standardized sus- 
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tainability reporting potentially so 
valuable to business. 

For NGOs, standardized reporting is 
the key to both effective advocacy and 
evaluating corporate performance. 
Organizations such as the [nterfaith 
Council on Corporate Responsibility, 
CERES, and the Institute for Social and 
Ethical Accountability in London large- 
ly base their advocacy programs on the 
availability of corporate performance 
information. Developing a standard 
framework for sustainability reporting 
would greatly help to mect their infor- 
mation needs and thus enhance the 
etfectiveness of their programs. Closely 
coupled with these groups are those 
that perform rating and ranking fune- 
tions, e.g., the U.S.-based Council on 
Economie Prioritics and the Investor 
Responsibility Research Center and the 
London-based SustainAbility. These 
groups rely heavily on information 
obtained directly from companies 
(though they supplement it with infor- 
mation from secondary sources such as 
government reporis). Creating a consis- 
tent and credible (and universally rec- 
ognized) framework for sustainability 
information would be a major advance 
toward more effective rating and rank- 
ing activities. 

For financial markets, sustainability 
information remains at best a curiosity. 
Except in the relatively small social 
investment community, environmental, 
social, and nonfinancial economic 
information is rarely used in invest- 
ment, lending, and underwriting deci- 
sions. The mounting evidence that 
such “extraneous” factors may affect 
stock performance has yet to permeate 
mainstream Wall Street. Such a realiza- 
tion is sorne years away and if will 
most likely materialize gradually as 
disparate voices—chief executive offi- 
cers, chief financial officers, large 
institutional investors, and respected 
press outlets—repeatedly reinforce the 
message in the securities community. 
Even if such awareness docs become 
commonplace, a major obstacle looms 
ahead: Without readily accessible, 
standardized information of the sort to 
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which securities professionals are 
accustomed, awareness of sustainabili- 
ty issues will not translate into appro- 
priate aclion. For the financial com- 
mimnity, accountability is not about 
advancing sustainability—it is about 
identifying the companies most likely 
to maximize shareholder returns. 

For government stakeholders, the 
idea that higher standards of account- 
ability must accompany regulatory 
reform is rapidly gaining acceptance. 
Tn the United States, after more than 
five years of experimenting with alter- 
native approaches to regulatory “rein- 
vention,” EPA is forging ahead with a 
new Office of Information to central- 
ize and better manage the agency’s 
information requirements and sys- 
tems. Discussions of “one-stop report- 
ing” and “integrated reporting” are 
many and varied, reflecting the emerg- 
ing view that more effective informa- 
tion is indispensable to creating a less 
burdensome—and ultimately more 
effective—regulatory infrastructure.*” 
In Enrope, Denmark’s Green Accounts 
Program, the Netherlands new report- 
ing program, and the EU’s Ecoman- 
agement and Audit Scheme (EMAS) 
environmental management system's 
reporting requirements exemplify the 
emerging consensus that disclosure of 
information. is critical to future gov- 
ernmental programs. Even in normally 
disclosure-averse Japan, the national 
environmental agency has begun to 
show interest in reporting, albeit 
through gentle persuasion, not a regu- 
latory stick.°? In developing nations, 
where both culture and the tack of re- 
sources work against the development 
of an elaborate command-and-control 
regulatory system, information discio- 
sure is poised to play a critical role in 
advancing the corporate sustainability 
agenda. 

Finally, at the international level, 
UN pronouncements such as the one at 
the head of this article betoken efforts 
to get multinational enterprises to 
expand their commitment to sustain- 
able development. Of course, such 
pronouncements can easily remain 


nothing more than high-minded words 
without credible indicators to enable 
one to track and monitor corporations’ 
progress. This, in fact, is precisely the 
situation with most UN charters and 
codes of conduct, whether they pertain 
to human rights, labor, or the environ- 
ment. In the absence of enforcement 
capability, information disclosure is 
essentially the only viable tool for 
moving corporate behavior in the 
desired direction. Ll is for this reason 
that UNEP has enthusiastically em- 
braced GRE as an instrument for bring- 
ing to fruition Secretary General 
Annan’s recent statements on corpo- 
rate sustainability. 

For most of those engaged in the 
disclosure debate, weakening or aban- 
doning existing standards is not on the 
table. What is on the table is a shared 
concern that the current disclosure tra- 
jectory is not tenable. It is disjointed, 
inefficient, and incomplete-—-and it 
bears little relationship to the vision of 
sustainability to which stakeholders 
increasingly subscribe. Companies are 
facing steadily mounting pressures for 
disclosure but find responses to such 
pressures at odds with internal infor- 
taation needs. This, in turn, leads to 
the perception that disclosure is mere- 
ly a cast, not a value-adding activily. 
Stakeholders pressing for higher stan- 
dards of environmental, social, and 
economic accountability struggle to 
translate reported information into 
their own language. At the same time, 
these stakeholders have failed to pre- 
sent a coherent, rigorous, and compre- 
hensive reporting framewerk to the 
companies from which they seek 
information. Clearly, an opportunity— 
indeed, an urgency——exists to find 
common ground. And based on the 
experience of the last two years, the 
will, readiness, and ability to find such 
ground are increasingly evident. 
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